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Abstract 
This paper examines market risk in four demutualised and self-listed stock exchanges: the Australian 
Stock Exchange, the Deutsche Borse, the London Stock Exchange and the Singapore Stock Exchange. 
Daily company and MSCI index returns provide the respective asset and market portfolio data. A bivariate 
MA-GARCH model is used to estimate time-varying betas for each exchange from listing until 7 June 
2005. While the results indicate significant beta volatility, unit root tests show the betas to be mean-
reverting. These findings are used to suggest that despite concerns that demutualised and self-listed 
exchanges entail new market risks that merit regulatory intervention, the betas of the exchange 
companies have not changed significantly since listing. However, market risk does vary considerable 
across the exchanges, with mean time-varying betas of 0.56 for the Deutsche Borse, 0.66 for the London 
Stock Exchange, 0.78 for the Singapore Stock Exchange, and 0.95 for the Australian Stock Exchange. 
Disciplines 
Business | Social and Behavioral Sciences 
Publication Details 
Worthington, A. C. & Higgs, H. (2005). Market risk in demutualised self-listed stock exchanges: An 
international analysis of selected time-varying betas. 18th Australasian Finance and Banking Conference. 
This conference paper is available at Research Online: https://ro.uow.edu.au/commpapers/3197 
Market risk in demutualised self-listed stock 
exchanges: An international analysis of 
selected time-varying betas 
Abstract 
ANDREW WORTHrNGTO~'* & HELEN HrGGsb 
aSchool of Accounting and Finance, University ofWollongong, Wollongong NSW 2522, Australia 
bSchool of Economics and Finance, Queensland University of Technology, Brisbane QLD 4001, Australia 
This paper examines market risk in four demutualised and self-listed stock exchanges: the Australian Stock 
Exchange, the Deutsche Borse, the London Stock Exchange and the Singapore Stock Exchange. Daily company 
and MSCI index returns provide the respective asset and market portfolio data. A bivariate MA-GARCH model 
is used to estimate time-varying betas for each exchange from listing until 7 June 2005. While the results 
indicate significant beta volatility, unit root tests show the betas to be mean-reverting. These findings are used to 
suggest that despite concerns that demutualised and self-listed exchanges entail new market risks that merit 
regulatory intervention, the betas of the exchange companies have not changed significantly since listing. 
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Deutsche Borse, 0.66 for the London Stock Exchange, 0.78 for the Singapore Stock Exchange, and 0.95 for the 
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1. Introduction 
The ownership and governance structures of securities exchanges around the world have 
changed dramatically in the last decade or so. Starting with the Stockholm Stock Exchange in 
1993, the Helsinki Stock Exchange in 1995 and the Copenhagen Stock Exchange in 1996, the 
major theme has been the abandonment of the traditional mutual structure, where the 
exchange is owned by trade-executing brokers, in favour of a corporate form of ownership, 
where stock in the exchange may be owned by non-broker third-parties [see Appendix 1 for 
the breakdown of global exchanges by legal status]. At the same time, these structural 
changes have opened up opportunities for the merger of exchanges and related settlement 
systems, and the formation of joint ventures and alliances with other exchanges and 
settlement systems, both nationally and internationally. And concomitantly, the changes in 
ownership and governance have raised regulatory issues relating to the ability of a for-profit, 
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